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Greater Utilization of ‘Know-How’ 


S a center for the exchange of information, AMA affords an 
excellent vantage point from which to study the trends and 
cross-currents of management thought. The inquiries that come in, the 
surveys we conduct, the questions that are asked at meetings—all help 
to throw light on the problems currently troubling the nation’s man- 
agers, the ideas they are evolving, the practices and procedures in 
which they are most interested. 

As in everything else, there are fashions in management thinking. 
One year interest will be centered on cost-cutting, the next, perhaps, 
on organization planning and control, or on employee communication. 
There are spurts of interest in such things as market research or sales- 
men’s compensation, the redesign of packages, production controls, or 
control of overhead, training, reports to top management. 

In good part, of course, these shifts and changes reflect the shifts 
occurring on a broader front—changes in general economic conditions 
or new legislation, for example. But there is also, I believe, some 
residue that can be laid to purely psychological causes—to the nature 
of American managers themselves. 

The manager who operates successfully in the more or less free 
enterprise economy prevailing in America today is more than merely 
receptive to new ideas—he is eager to seek them out, to promote them 
with enthusiasm. Not only is this drive toward the new a requirement 
for success in a dynamic economy, it is the very foundation of that 
economy. No free enterprise system can survive without a good supply 
of managers who look to the future rather than the past. 

But it is given to no man to be perfect. Every human virtue has an 
obverse which is in the nature of a fault. Thus the philosopher may 
lack the ability to judge the scene around him realistically; the logical 
man may discount the value of intuition. 

So it is with this country’s managers. In their eagerness to push for- 
ward the frontiers of knowledge, to find new and better ways of doing 
things, they often neglect to use to its fullest extent the knowledge 
they already have. 

For example, we have known for a good many years the ingredients 
which the employees consider make up a “good job.” We have heard, 
almost to the point of weariness, such strictures as “Treat the em- 
ployee like an individual,” “Tell employees about changes before they 

(Continued on Page 2) 


Trends in 
Business 


General Outiook 


Settlement of the steel strike and the re- 
turn, at least temporarily, of the miners to 
the pits has removed the threat of crisis, 
and some pick-up in general business is now 
expected. 

In the week ending November 19, steel 
operations were back to about 58 per cent 
of capacity, in contrast to the strike low of 
less than 10 per cent. The reduction in steel 
inventories as a result of the strike has given 
a considerable boost to new orders, but it is 
expected to be some time before the pre- 
strike 85 per cent of capacity rate is 
regained. 

Unemployment rose slightly in October, 
but total employment and consumer income 
remained close to the high level of recent 
months. 


Labor and Wages 


Business Week predicts mounting unem- 
ployment next year, due not to a shrinkage 
of jobs but to the normal growth of the 
labor force with insufficient business ex- 
pansion to take up the slack. If July em- 
ployment is no larger than it was this year, 
it points out, the jobless will numbez= close 
to 5 million. 

Employment dropped slightly in Octo- 
ber, to 59 million, and the number of job- 
less increased to 3.6 million. Average 
weekly wages of factory workers increased 
in September by nearly a dollar—to $55.64, 
the second highest figure on record. The 
increase was due mainly to longer working 
hours. 


Construction 


With 100,000 starts recorded for October, 
home building this year is expected to total 
more than 950,000 units, topping by about 
25,000 the all-time record set in 1925. 


(Continued on Page 2) 
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occur,” and the rest. These things are well known, not 
only to personnel managers, but to production men, sales 
managers, financial executives and the rest. Everybody 
at least gives these principles lip service—but in how 
many companies is there a constant, continuing effort to 
practice them, day in and day out? 

It often seems to me that it is mostly in times of emer- 
gency that we take out the old tried and tested prin- 
ciples for reexamination and measure our programs 
against them. When we are confronted with impossible 
union demands, or perhaps with a strike, with a serious 
drop in labor productivity, we stop and ask ourselves, 
“What have we been doing wrong?” or “What have we 
failed to do at all?” And then it is often too late to put 
out the fires started by our own neglect of prevention. 

For example, we now find companies hastily search- 
ing for “quickies” to sell their employees on the value of 
benefit plans already in force, and the search is 
prompted by current union demands. All too many com- 
panies who believe that the benefits they now provide 
are better than anything the unions have demanded or 
obtained are uncomfortably aware that the employees 
do not share that belief—do not, in fact, know what the 
present benefits are. 

These benefit plans were presumably put in for a 
purpose or several purposes—and improvement of in- 
dustrial relations undoubtedly was a major aim. But if 
most of the employees do not know what the plans pro- 
vide or do not figure out what they will receive individu- 
ally, there can be little effect on industrial relations. The 
plans, therefore, should have been sold and continually 
explained from the very beginning, purely as a matter 
of return on investment, even if there were no unions in 
the plants. 

We use this illustration from the field of industrial re- 
lations because that is the most dramatic one at the 
moment, but examples could be multiplied from every 
type of management job. A typical complaint from 
managers at all levels, in all types of work, is, in effect: 
“I could make vast improvements if only top manage- 
ment would let me install this new program other com- 
panies are using, that improved procedure which has 
just been developed.” 

In a good many cases, the complaint is justified. But 
even where the expansions and changes visualized by the 
dynamic man on the operating firing line are blocked at 
the top, there is still plenty of room for improvements— 
improvements any manager, in any position, can install 
without asking anyone’s permission, without waiting for 
new developments from the engineers or the psycholo- 
gists. It does not require anyone’s approval, for example, 
to keep employees under our immediate supervision ac- 
quainted with what they receive under existing company 
programs. 

We laugh at the farmer who, because he was not farm- 
ing half as well as he knew how to, refused to buy a book 
that would help him farm 50 per cent better, but many of 
us are in the same position. 


Trends in Business 
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Total construction also continues well above 1948. In 
October, building permits (Dun & Bradstreet, 215 cities) 
amounted to nearly $380 million, which was 3 per cent 
below the previous month but 25 per cent above a year 
ago. 

Government forecasts now place next year’s volume of 
construction at $19 billion, or about equal to the 1949 
total. 

Building costs have been declining, but not very much, 
the Cleveland Trust Company reports. The drop, it states, 
is in the neighborhood of 6 per cent, leaving costs still 
about twice what they were prewar. The selling price of 
homes, it estimates, is between 7 and 10 per cent below 
what it was at the peak. 


Corporate Earnings 


Tabulations by the National City Bank indicate that 
corporate earnings for the first nine months of the year 
were off 6 or 7 per cent from 1948, despite rises in a few 
types of industry. 

The bank’s compilation, from the statements of 460 
large companies, shows that the earnings in the third 
quarter were better than in the second, but down 8 per 
cent from the third quarter of 1948. Some two-thirds of 
the companies suffered drops in net income for the first 
nine months. Exceptions included the automobile com- 
panies, up 52 per cent, and iron and steel, up 26 per cent. 
Some of the steel gain has, however, probably been wiped 
out in the fourth quarter, when the strikes occurred. 


Personal Income 


Personal income in September was running at the 
annual rate of $210.8 billion, as compared to $216.3 
billion in September of 1948. Income from wages and 
salaries was off $3 billion, proprietors’ and other rental 
income by $5.3 billion, while dividends and transfer 
payments were up. 


Production 


The Federal Reserve Board’s index of production fell 
6 points in October to 166 (1935-39 = 100), largely be- 
cause of the steel strike. Automobile production declined 
slightly in the first part of November as the steel shortage 
began to make itself felt, but it is probably that the total 
number of cars produced during the year will set a new 
record despite the setback. 





Sources: 
ALEXANDER HAMILTON INSTITUTE 
BROOKMIRE, INC. 
BUSINESS WEEK 
CLEVELAND TRUST CO. 
DUN’S REVIEW 
FEDERAL RESERVE BANK OF 
NEW YORK 
NATIONAL CITY BANK 











Research 


Process Charting in Offices 


Most people associate work simplification with factory 
operations, but it can be applied very advantageously to 
office procedures. While a full-dress work simplification 
program by methods specialists is not always feasible, 
nearly every office can reduce costs if supervisors are 
trained in work simplification principles and the tech- 
nique of process charting. 


The process chart @ A process chart shows the 
steps in a procedure and the sequence in which they are 
performed. The type of chart pictured on page 4 also 
shows who performs the various steps. All this informa- 
tion is represented graphically—by means of symbols, 
supplemented by brief explanatory notations. The pur- 
pose of charting a procedure is to see clearly how it is 
being performed at the present time so that, after proper 
analysis, the one best way can be devised. 

Only four symbols are necessary to chart a procedure: 

A large circle represents an operation, i.e., an activity 
that results in some change in a unit of work, creation 
of a new unit, or other development in a procedure. 
Typical clerical operations are making an entry in a 
ledger, preparing a form, or typing a letter. 

A small circle represents a transportation—i.e., re- 
moval of a unit of work from one person to another, or 
from one location to another. (When an item is merely 
passed from one person to another the transportation 
symbol is omitted.) A notation next to the symbol indi- 
cates whether the transportation is made personally by 
the employee performing the operation, by messenger, 
by pneumatic tube, etc. It is often desirable to make a 
notation of the distance involved. 

An inverted triangle represents a storage, indicating 
that a unit of work is stationary. For example, a storage 
symbol is used when one employee, after performing 
some operation on a form, places it in an outgoing mail 
tray to await pick-up by messenger. 

A rectangle represents an inspection—for example, re- 
view of the operations already completed, checking on 
quality and quantity, analysis of a report, verification 
of calculations. A large circle may be superimposed on 
the rectangle indicating that both an inspection and an 
operation are performed by one person at one point. 


Charting a procedure @ Steps in charting a 
procedure are: 

1. At the top of the chart write a caption to identify 
the procedure being investigated. It is absolutely essen- 
tial, also, to date the chart. 

2. Divide a sheet of paper into columns about two 
inches wide. The number of columns varies: each repre- 
sents an employee, or group of employees, performing 
the same operation. Write the appropriate caption at the 
top of each column. 

3. To record the first step in a procedure, place the 
operation symbol—a large circle—in the column repre- 


senting the person or organization unit performing that 
operation. Write a brief notation alongside the symbol 
to explain what the operation is. 

4. Record the second step in the procedure by placing 
the operation symbol in the appropriate column, but on 
a lower level than the previous symbol. 

5 In a similar manner, record the appropriate sym- 
bol if a transportation, storage, or inspection occurs be- 
tween operations. Record all symbols chronologically, in 
the sequence in which they occur in the procedure. 

6. Draw a line from each symbol to the next as it is 
placed on the chart. The connecting lines will be in a 
downward direction, showing the flow of work, since 
each symbol is on a lower level than the preceding one. 

7. The third operation symbol on the accompanying 
chart shows that there may be alternative operations. 

8. The sixth operation symbol on the accompanying 
chart shows that one operation may start several other 
operations. 

9. Indicate what is moving from one symbol to an- 
other on the chart, and in what volume. If several copies 
of a form are prepared at a particular step, make a no- 
tation of the number of copies next to the operation 
symbol; similarly, show the number of carbons that are 
typed of a letter, report, etc. The notation “14 form 326” 
indicates that an original and two copies are prepared at 
that step. 

10. In a box at some convenient corner of the chart 
explain any abbreviations used on the chart proper, 
titles of forms that are identified on the chart only by 
form-number, ete. 


Evaluation ¢ Quite often, many possibilities for 
methods improvement become evident after even a cur- 
sory examination of the process chart; but a systematic 
evaluation must be made to obtain substantial improve- 
ments. Methods specialists make very detailed investiga- 
tions, considering not only the procedure itself, but also 
the equipment and materials used, the workload, the 
performance standards, employee productivity, process- 
ing time, etc.; where possible, they correlate each of 
these factors with costs. This degree of analysis may not 
be within the scope of the average supervisor's function, 
but the following questions suggest how supervisors may 
apply the what-why-where-when-how formula to each 
symbol on the process chart: 


1. What is the objective of the whole procedure? What 
is its relation to the objective of the whole section 
or department? Is this the right place in the organi- 
zation for this procedure? What would be the ad- 
vantages and disadvantages of having it done in 
various other sections? 

2. What»constitutes the operation or inspection? (A 
complex operation should be charted separately to 
reveal details.) Why is it necessary? 

3. Can the step be eliminated? Combined with others? 
Should it be performed in a different sequence? By 
someone else? 

4. Are there duplications (particularly in inspec- 
tions) ? 

5. Can the step be simplified to speed up processing 
time, or to adapt it to employees of lower skills? 








10. 
11. 


Are exceptions to the procedure reduced to the abso- 
lute minimum? (Special situations, though a minor 
part of the volume of work, may require so much 
time that every effort should be made to make the 
routine procedure fit the greatest possible number 
of cases. ) , 

Is mechanical equipment provided wherever it would 
reduce costs? 

Are available machines and equipment economical 
in terms of actual use? Can idle time on the ma- 
chines be reduced? 

Is the workplace laid out efficiently? Can the steps 
be brought closer together? 

Can waiting time be eliminated? 


How much personnel is required to perform the 
volume of work? 





13. 


14. 


15. 





Where do bottlenecks occur? At what points are 
employees idle because of interruptions in the flow 
of work? Can the volume and flow of work be ad- 
justed more evenly? 

When and at what steps do peakloads occur? Why? 
Can any be eliminated? What provisions are made 
for shifting employees to handle unavoidable peak- 
loads? 

Are employees properly trained to perform the 
operations and use machines properly? Do they 
understand the objective of the procedure, how it 
originates and what its final result is? Do they know 
exactly what they are responsible for, and to whom 
they report? 

Are employees assigned to operations according to 
their qualifications? 

—EILEEN AHERN 





















PROCEDURE: AUTHORIZATION OF PAYMENT ON 
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Listening Post 


Collective bargaining °¢ 
Letters coming in to AMA indi- 
cate that the subjects uppermost in 
the minds of industrial relations 
managers at the moment are the 
probable effects of the Ford and 
steel settlements on their own ne- 
gotiations and the impact of the 
new wage and hour regulations on 
wage and salary structures. Most 
appear to be anticipating pension demands of some 
sort, even those who already have plans in force. 

A few, however, are equally concerned about de- 
mands for shorter hours. “We have unions affiliated with 
both AFL and CIO,” one man states. “The CIO union 
has a program for reducing the workweek from 40 to 
374% hours to 3614 and finally to 35 hours. They are 
extremely serious about achieving this goal, and I think 
they are making progress on a national scale.” 

There are also demands for minor fringe benefits 
which are causing concern. For example, a manufacturer 
in the Midwest reports that companies in his community 
are being asked to discuss, along with pensions and in- 
creased insurance benefits, the following list of demands: 
(1) two weeks’ vacation after two years of service; (2) 
five days’ sick leave per year; (3) allowances for clean- 
up; (4) differential pay for jury duty; (5) elimination 
of penalty for failure to punch the time clock; (6) addi- 
tional paid holidays; (7) classification of new employees 
in three months instead of six. 

Another member says that labor in his plant—he ne- 
gotiates with ten unions every year—is already coming 
up for the fifth round. However, he writes hopefully that 
“they do not seem to be so aggressive as they have been 
in the past.” 


Ineculeating courtesy ¢@ Discourtesy toward cus- 
tomers by retail employees is still a serious problem, an 
AMA member notes. In his locality, the rudeness be- 
came so flagrant that one or two department stores 
started mailing cellophane-wrapped dollar bills to their 
customers with the request that they present them to 
employees whom they found particularly efficient and 
polite—and employees so favored were given another 
dollar when they brought the prize money to the per- 
sonnel department. 

How many customers, if any, simply kept the money 
themselves our correspondent doesn’t say. 


How much group insurance? ¢ How much 
group life insurance are companies generally providing 
these days? The sampling below is not a very scientific 
one, since it is made up of 14 of the companies who sent 
representatives to AMA’s Personnel Workshop Seminar 
on employee benefits (who may be assumed, therefore, 
to be particularly interested in the subject), but the fig- 
ures may be of interest: 

Company A—$2,080; Company B—1,000 maximum; 
Company C—$1,000 to $2,000; Company D—$1,000; 


Company E—one year’s salary on the average; Company 
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F—$1,000 for hourly workers, $6,000 maximum for sal- 
aried workers; Company G—$500 to $5,000; Company 
H—two years’ pay with a maximum of $20,000; Com- 
pany I—$2,000 to $4,000; Company J—$1,000 to $10,000; 
Company K—$1,500 to 2,000; Company L—one year’s 
salary to a maximum of $40,000; Company M—$500 to 
$10,000 depending on earnings under a contributory 
plan, plus $150 to $1,500 depending on age on entering 
the plant under a non-contributory plan; Company N— 
one and one-half times the annual salary with a maximum 
of $12,000. 

The consensus of members of the group was that the 
average amount today is in the neighborhood of $2,000, 
but that the trend is toward providing insurance in an 
amount equal to one and one-half year’s earnings, and to 
gear amounts to earnings rather than provide a flat sum. 


Term insurance ¢ One of the problems fre- 
quently arising under group life insurance plans, an 
AMA correspondent points out, is that employees gener- 
ally do not understand the nature of term insurance. No 
matter how often it is explained to him, this man says, 
the employee tends to consider the coverage part of his 
private insurance program. As long as he remains on the 
payroll, no harm is done, but there is disillusionment at 
the time of retirement, particularly since the rates for a 
converted policy are generally prohibitive then, because 
of the age bracket the employee has reached. 

“A survey conducted by our own personnel division,” 
the correspondent states, “indicates that companies are 
providing from 0 to 100 per cent coverage for the retired 
employee on the group life insurance contract without 
cost to him, with the majority providing around 50 
per cent. However, practically all those interviewed 
stated that they were dissatisfied with their own policy 
and were using it only as a stop-gap until a better 
method could be found.” 

One member of the seminar on benefits described a 
plan in use in his company which tends to minimize this 
problem. The life insurance plan, which is contributory, 
is split into two parts. The employee’s contribution goes 
toward a paid-up policy, while company contributions 
purchase insurance on a term basis. When the worker 
leaves he may take a cash refund of his contributions, 
or a certificate of paid-up insurance for the total amount 
of paid-up value. He also has the choice of converting 
to a term policy without examination at the rates ap- 
plicable to his age. (Those converting have been pri- 
marily the poor risks. ) 


Pensions ¢ If a company agrees to follow the Steel 
Fact-Finding Board pattern and contribute 10 cents to- 
ward pensions and insurance, should it follow the 6-4 
division recommended by the Board, or should it perhaps 
allot slightly more, say 7 cents, to pensions and only, 3 
cents to insurance? When that question was discussed 
at the seminar, most participants felt that the 6-4 pattern 
would be safer, since the union might later conveniently 
forget about the 7 cents, and stress the fact that the in- 
surance contribution was below the general average. 
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Finance Men Will Study 
Profitability Criteria 


AMA’s two-day Finance Confer- 
ence, December 1-2 in New York, 
will give primary attention to meth- 
ods of evaluating the performance 
of various company divisions in the 
light of the over-all profit picture. 
Sessions will be held at the 
Waldorf-Astoria, under the direc- 
tion of John H. MacDonald, Ad- 
ministrative Vice President, Na- 
tional Broadcasting Company, Inc., 
and AMA Vice President for the 
Finance Division. 

Featured will be a session at which Keith Powlison, 
Vice President and Controller, Armstrong Cork Com- 
pany, will speak on “Keeping on the Profit Beam,” and 
T. C. Davis, Treasurer of E. I. du Pont de Nemours, will 
describe du Pont’s “chart room”—the medium through 
which one of America’s great corporations evaluates its 
own performance. Howard L. Hessler, du Pont Chart 
Room Supervisor, will present du Pont charts and dia- 
grams focusing attention on the factors watched with 
great interest by management today. 

Marion B. Folsom, Treasurer, Eastman Kodak Com- 
pany, will speak on “Financing Industrial Pensions.” The 
National Broadcasting Company will present a short 
dramatic sketch, illustrating the right and wrong ways of 
explaining a technical subject. 

A panel session on the last afternoon, which will deal 
with “Management Information for the Professional In- 
vestor,” will provide an opportunity for an interchange 
of ideas between representatives of industry and profes- 
sional investors. 

Other topics on the program are: “The Finance Offi- 
cer’s Role in the Future American Economy,” by Dr. 
Jules I. Bogen, Professor of Finance, Graduate School 
of Business Administration, New York University; 
“World Trade and the American Corporation,” by 
August Maffry, Vice President, Irving Trust Company; 
and “The Outlook on Taxes,” by E. C. Alvord, Alvord 
and Alvord. 





J. H. MacDonatp 


AMA Publishes New Report, 
Handbook of Personnel Forms 


AMA’s new research report (No. 16) Handbook of 
Personnel Forms and Records, is just off the presses and 
has been mailed to company members of the Association. 

The report, which was prepared by Eileen Ahern, 
AMA Research Associate, covers the forms needed for 
employment and placement, wage and salary administra- 
tion, in-service records, and employee relations activities. 
More than 135 different forms, supplied by cooperating 
companies, are reproduced. f 


Activities of the AMA 


Narrative sections of the report emphasize the content 
of each type of form, bringing out the objectives of the 
particular personnel activity and the underlying prin- 
ciples governing its administration. The aim has been to 
provide a broad-gauge frame of reference within which 
executives may examine and evaluate the forms illus- 
trated in the light of their own needs and pre-test any 
new forms they may draft. 

The Handbook will be available only to company 
members until March 1, 1950. The price to members is 
$2.50 per copy, to non-members $3.50 on and after 
March 1. 


Uniilled Insurance Needs 
To Be Analyzed by Panel 


Representatives of state insurance departments, insur- 
ance buyers, and representatives of insurance companies 
will be brought together December 15 for panel discus- 
sion of the gaps in current insurance coverages and what 
can be done to fill them. 

The session will be held on the opening day of AMA’s 
two-day insurance conference at the Drake Hotel in 
Chicago. The conference is under the direction of Russell 
B. Gallagher, Manager, Insurance Department, Philco 
€orporation, and AMA Vice President for the Insurance 
Division. 

Mr. Gallagher will be chairman of the panel which 
will include Lewis E. Eldridge, Real Estate and Insur- 
ance Manager, Collins & Aikman Corporation, and Paul 
H. Schindler, Manager, Insurance Department, The 
Youngstown Sheet and Tube Company, representing the 
buyers; Charles J. Haugh, Secretary, Compensation and 
Liability Department, The Travelers Insurance Com- 
pany, and Chase M. Smith, General Counsel, Lumber- 
mens Mutual Casualty Company, from the insurance in- 
dustry; and Charles F. J. Harrington, Massachusetts Com- 
missioner of Insurance, and Roy C. McCullough, Deputy 
Superintendent, New York Insurance Department. 

Members of the panel will analyze the problems and 
possible solutions at the morning session, and in the 
afternoon, an opportunity will be afforded for questions 
and discussions from the audience. 

Other subjects to be discussed at the conference will 
be “Workmen’s Compensation Rate Approval—The Buy- 
er’s Part,” “Insurance Buying in a ‘Fourth Round’ 
Economy,” “Fire Insurance on Multiple Location Risks,” 
“Loss Prevention and Retrospective Rating,” and “What 
Lies Ahead in Business Activity.” 

The conference will conclude with a “bread and but- 
ter” session devoted entirely to members’ questions, on 
such subjects as criminal loss, compensation and liabil- 
ity, boiler U. & O. and fire U. & O. On the panel for this 
session will be John P. Madigan, Maryland Casualty 
Company; Charles J. Hare, Indemnity Company of 
North America; Harold R. S. Perdriau, Mutual Boiler 
Insurance Company of Boston; and Robert M. Beatty, 
Western Adjustment and Inspection Company. 





